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IRM $37.66 – Buy
Valuation Methodology
$30.98
Trading Comparable $45.82
Stock Price

EBITDA Multiple
DCF Analysis

Average

$36.19
$37.66

Market Data
Market Cap (intraday)
Enterprise Value (August 13, 2019)
Enterprise Value/EBITDA

8.9B
19.1B
13.7x

Financial Summary (08/12/2019)
Revenues
EBITDA
Net Income

4,243M
1,398M
355.1M

Financial Analysis
Solvency Ratios
LTD/Total Capitalization
EBITDA/Interest Expense:
LTD/EBITDA:

83.50%
3.35x
6.00x

Profitability Ratios
Gross Margin:
EBITDA Margin:
EBIT Margin:
Return on Assets (ROA):
Return on Equity (ROE):

56.92%
32.95%
17.64%
2.78%
20.04%

Profile
Iron Mountain Incorporated (NYSE: IRM), founded in 1951, is
the global leader for storage and information management
services. Trusted by more than 225,000 organizations around the
world, and with a real estate network of more than 85 million
square feet across more than 1,400 facilities in over 50 countries,
Iron Mountain stores and protects billions of valued assets,
including critical business information, highly sensitive data, and
cultural and historical artifacts. Providing solutions that include
information management, digital transformation, secure storage,
secure destruction, as well as data centers, cloud services and art
storage and logistics, Iron Mountain helps customers lower cost
and risk, comply with regulations, recover from disaster, and
enable a more digital way of working. Iron Mountain is a
component of the S&P 500 Index and a member of the
FTSE4Good index.

Industry: Real Estate Investment Trusts
Employees: 26,000+
Facilities Worldwide: 1,450+
Cubic Feet of Hardcopy Records: 696 million+
Pieces of Media: 89 million+
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Financial Analysis
FY18 vs FY17
Operations:
 Net Sales for FY18 were $4,225,761 an increase of $380,183 or 9.90% compared to $3,845,578 for
FY17. According to the Annual Form 10-K for year end December 31, 2018, the increase in reported
consolidated storage revenue was driven by the favorable impact of acquisitions/divestitures and
consolidated internal storage rental revenue growth, partially offset by unfavorable fluctuations in
foreign currency exchange rates.
 Cost of Sales increased by 6.90% from $1,685,318 in FY17, to $1,801,582 for FY18. According to 10-K
significant Acquisition Costs of Recall were included in cost of sales were $7.6 million for the year
ended December 31, 2018 and $20.5 million for the year ended December 31, 2017.
 Operating expenses increased by $273,784 in FY18, which increased expenses of FY17 $3,196,469 by
8.60% to $3,470,253 for FY18. Where other operating expenses decreased by 17.20% from $457,386
for FY17 to $378,532 for FY18.
 As a result of the decrease in other operating expenses and an increase of 96.60% in income from
continuing operations, operating income for FY18 increased by 97.70% to impressive $363,351 of profit
for FY18 which is $179,530 more than $183,821 for FY17.
Cash Flow:
 For the year ended December 31, 2018, net cash flows provided by operating activities increased by
$212.3 million compared to the prior year period. According to the Annual Form 10-K for year end
December 31, 2018, the primary factors that impacted the increase in cash flows provided by operating
activities were an increase in net income of $179.6 million and a decrease in cash used in working
capital of $51.7 million, primarily related to the timing of collections of accounts receivable, partially
offset by the timing of payments associated with our accounts payable.
 Capex increased from $4,829,000 in FY17 to $8,861,000 in FY18 to support growth of company.
 The cash flow from investing activities decreased from ($79.95B) in FY17 to ($34.46B) in FY18.
 Financing activities generated $15,082,000 for FY18 vs a generated cash of $44,557,00 in FY17
primarily due to payment of dividends and payment of $16.4 million for debt financing and equity
issuance costs.
 As a result of the above, cash for FY18 increased to $18,491,000 from only $120,000 for FY17.
Leverage:
 Total debt increased by $1,099,552 from $7,043,271 FY17 to $8,142,823. According to 10-K report the
obvious reason for this increased reliance on debt is that as a REIT, Iron Mountain is required to
distribute at least 90% of its REIT taxable income to maintain its status as a REIT. Between the inability
to issue equity at terms favorable to the company and the lack of retained capital to organically support
the company's capex needs, the company must rely primarily on debt.
 Interest coverage ratio slightly increased to 3.41x at FY18 from 3.31x for FY17 primarily due to higher
EBITDA.
 Total Debt to EBITDA decreased to 5.84x for FY18 from 6.01x for FY17, due to increased debt of the
company.
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Projection Analysis

Assumptions:
 Revenue growth will fluctuate between 6.00% to 5.00% for upcoming years of 2020 to 2025 because of
historical healthy average of 6.61%. Even though previous years data show growth rate up to 9.89%,
challenges in the global market, as a company operates in about 50 countries throughout the world, Iron
Mountain is exposed to not only the currency exchange risk that tends to even out over time, but the
more serious risk of a number of regulations different from the United States, increased political
instability in some countries and the change in preferences towards the digitalization.
 Gross Margin will improve from 56.45% to 57% as a result of margin improvement from efficiencies.
 Operating Expenses as a % of Revenue will increase slightly from 39.78% to 40.00% due to
development of other sectors of the business, such as digitalization.
 Depreciation and Capital Expenditures will stay consistent with historical levels of 10%.
Results:
 The company generates FCF of $1.21B to $1.56B in the future five years. The cash flows are healthy to
support ongoing deleveraging and re-investing in development of the company.
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Valuation Analysis
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Valuation Analysis Discussion:
Analyzing Iron Mountain’s (IRM) current trading Enterprise Value (EV) with trading EV of their competitors,
IRM is undervalued at EBITDA multiple of 13.66x versus average of 16.71x for selected peers in Real Estate
Investment Trust’ Industry, adding that the peer companies were chosen to have the closest EBITDA multiple
to the multiple of IRM. The results of Peer Analysis Method show that the company should be valued at $45.82,
higher than current $30.98.
DCF Analysis method shows that company is undervalued as well. Projecting a moderate low growth on the
future cash flows brings smooth line of cash flows in the future which evaluate IRM at $36.19, higher than
$30.98 of current price.
Valuation Analysis Results:

Based on the results of three methods of valuation, such as Valuation by Current Market Price, Valuation by
comparing the company to its main peers in the industry and EBITDA multiple and Discounted Cash Flow
Valuation methods, the conclusion is that Iron Mountain Corporation is trading at undervalued price. Iron
Mountain is one of the largest records and information management companies in the world. The company
serves a variety of industries, including banking, healthcare, accounting, entertainment, insurance, and
governments around the globe to provide them with their information storage and information destruction
needs. Adding to the company's resilient business model is the fact that the company boasts a 98% customer
retention rate, which is in large part due to the fact that the economics of physical document storage generally
make it more feasible for companies to stick with Iron Mountain than to switch to another company. Although
Iron Mountain offers data protection services, shredding, digital solutions, and data centers, the company's
physical document storage segment accounts for 63% of its total revenue and over 80% of its gross profits. The
company also is diversifying into data centers and while the segment is only 6% of the company's revenue, it is
the company's fastest growing segment with the highest margins. The efforts to bolster its data center segment is
in the early innings of what will be a years long process to establish itself as a major data center company, on
top of its status as a leading physical storage company. While the company is facing a risk increasing cost of
operations due to increase focus of government and customers on the protection of data security, I still believe
the company will successfully drive growth going forward.
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